PHILIP MORRIS COMPANIES INC. 
120 Park Avenue 
New York, New York 10017 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
To be held Thursday, April 20,1993 


To the Stockholders of 

PHILIP MORRIS COMPANIES INC. 

The annual meeting of stockholders of Philip Morris Companies Inc. will be held'on Thursday, April 29, 
1993,. at the Philip Morris Manufacturing Center, 3601 Commerce Road, Richmond. Virginia, at 9:30 
a.m. to: 

(1) Elect nineteen directors; 

(2) Act upon the selection of. auditors for the fiscal year ending December 31,1993; 

(3) Act upon three stockholder proposals if presented by their proponents; and ; 

(4) Transact such other business as may properly come before the meeting. 

Only holders of. record of Common Stock, $1 par value, at the close of business on March 11,1993, 
will be entitled to vote at the meeting. 


Dede Thompson Bartlett 
Vice President and Secretary 


March 11,1993 
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PROXY STATEMENT 


Solicitation of Proxies 

This proxy statement is furnished by the Board of Directors (the “Board”) of Philip Morris Companies 
Inc., 120 Park Avenue,, New York, N.Y. 10017, in connection with its solicitation of proxies for use at 
the annual meeting of stockholders to be held on Thursday, April 29,1993, at 9:30 am, at the Philip 
Morris Manufacturing Center, 3601 Commerce Road, Richmond, Virginia, and at any and all adjourn¬ 
ments thereof. Mailing of the proxy statement will commence on or about March 11,1993. Holders of 
record of Common Stock, $1 par value (the "Common Stock"), at the close of business on March 11„ 
1993 will be entitled to one vote for each share held on all matters to come before the meeting. On 
March 3,1993, there were outstanding 877,562,352 shares of Common Stock. 


A proxy on the enclosed form may be revoked at any time before it has been exercised. Unless the 
proxy is revoked or there is a direction to abstain on one or more proposals, it will be voted on each 
proposal and, if a choice is made with respect to any matter to be acted upon, in accordance with such 
choice. If no choice is specified, the proxy will be voted as recommended by the Board: The proxy will 
also serve to instruct the administrator of the Company's dividend reinvestment and voluntary cash 
payment plan and the trustee of any defined contribution plan sponsored by the Company how to vote 
the plan shares of a participating stockholder or employee. 


Voting at the Meeting 

A majority of the votes entitled to be cast on matters to be considered at the meeting constitutes a 
quorum. If a share is represented for any purpose at the meeting, it is deemed to be present for ail 
other matters. Abstentions and shares held of record by a broker or its nominee (“Broker Shares”) that 
are voted on any matter are included in determining the number of votes present Broker Shares that 
are not voted on any matter will not be included in determining whether a quorum, is present 


The election of each nominee for director requires a plurality of the votes cast In order to be approved, 
the votes cast for the selection of auditors and for each stockholder proposal must exceed the votes 
cast against In all cases, shares with respect to which authority is withheld, abstentions and Broker 
Shares that are not voted will not be included in determining the number of votes cast 


Stockholders' proxies are received by the Company’s independent proxy processing agent and the 
vote is certified by independent inspectors of election: Proxies and ballots that identify the vote of 
individual stockholders will be kept confidential, except as necessary to meet legal requirements, in. 
cases where stockholders write comments on their proxy cards or in a contested proxy solicitation. 
During the proxy solicitation period, the Company will receive vote tallies from time to time from the 
inspectors, but such tallies will provide aggregate figures rather than names of stockholders. The 
independent inspectors will notify the Company if a stockholder has failed 1 to vote so that he or she 
may be reminded and requested to do so. 


As used herein, the term "Company” or "Philip Morris” includes Philip Morris Companies Inc. from 
July 1, 1985 and Philip Moms Incorporated prior to July 1, 1985 and, where appropriate, their 
subsidiaries. 
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ELECTION OF DIRECTORS 


General Information 

The Board has the responsibility for establishing broad corporate policies and for the overall perfor¬ 
mance of the Company although it is not involvedin day-to-d&y operations. Members of the Board are 
kept informed of the Company’s businesses by various reports and documents sent to them each 
month as well as by operating and financial reports made at Board and committee meetings by the 
Chairman of the Board and other officers. In addition, the Board has an annual two or three day meeting 
to review the Company’s Five-Year Plan. 

Regular meetings of the Board are held each month, except July. The organizational meeting follows 
immediately after the annual meeting of stockholders. The Board held eleven regular monthly meetings 
inl992. 


Committees of the Board 

Various committees have been established by the Board to assist it in the discharge of its responsibili¬ 
ties. Certain of these committees are described: below. The biographical information on the nominees 
for director, which, begins on page 3 of this proxy statement, includes committee memberships currently 
held by each nominee. 

The Audit Committee meets with management, the Company’s independent accountants and its 
interna! auditors to consider the adequacy of the Company’s internal controls and other financial 
reporting matters. The Audit Committee recommends to the Board the engagement of the Company’s 
independent accountants, discusses with the independent accountants their audit procedures, including 
the proposed scope of the audit; the audit results and the accompanying management letters and, in 
connection with determining their independence, reviews the services performed by the independent 
accountants. This committee, which also monitors compliance with the Company’s Business Conduct 
Policy, consists of six non-employee directors and met four times in 1992. 

The Committee on Public Affairs and Social Responsibility reviews and monitors the Company’s 
policies, practices and programs with respect to public issues of importance to stockholders, the 
Company and the general public to the extent those matters are not the responsibility of other commit¬ 
tees of the Board. This committee met three times in 1992. Twelve directors have been designated 
members of this committee. 

The Compensation Committee, consisting of five non-employee directors, held five meeting* in 1i992. 
This committee determines cash remuneration arrangements for the highest paid executives and ad¬ 
ministers the Company’s stock option and incentive compensation plans. The report of the Compensa¬ 
tion Committee on Executive Compensation appears on pages 9 to 11 of this proxy statement 

The Corporate Employee Plans Investment Committee, consisting of six directors, held six meetings 
in 1992. This committee oversees the investment of certain employee benefit plan assets. 

The Executive Committee has authority to act for the Board- on most matters during intervals between 
Board meetings. Eight directors have been designated members of this committee. 

The Finance Committee consists of nine directors and met four times in.1992. It monitors the financial 
condition of the Company and advises the Board with respect to financing needs and dividend policy. 

The Nominating Committee consists of seven non-employee directors and met three times in 1992. 
This committee reviews the qualifications of candidates suggested by Board members, management, 
stockholders and other sources, considers the performance of- incumbent directors in determining 
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whether to nominate them for reelection' and recommends to the Board a slate of nominees for election 
as directors. 


The Nominees 

It is proposed that nineteen directors be elected to hold office until the next annual meeting of stock¬ 
holders and until their successors have been elected. The Nominating Committee has recommended 
to the Board the persons named below as management's nominees, and, unless otherwise marked, a 
proxy will be voted for such persons. Each of the nominees currently serves as a director and was 
elected by the stockholders at the 1992 annual meeting, except for John D. Nichols, who was elected 
by the Board on October 28, 1992. All nominees attended at least- 75% of the aggregate number of 
meetings of the Board and all committees of the Board on which they served during 1992, except 
Rupert Murdoch. 

Although management does not anticipate that any of the persons named below will be unable or 
unwilling to stand for election, a proxy* in the event of such an occurrence, may be voted for a substitute 
designated by the Board. However, in lieu of designating a substitute, the Board may amend the By- 
Laws to reduce the number of directors. - * 



Elizabeth E. Bailey 

John C. Hower Professor 
of Public Policy & 
Management, The 
Wharton School of the 
University of Pennsylvania, 
Philadelphia, PA 

Director since 1989 



Dr. Bailey assumedher present position on July 1, 1991, having 
served from July 1990 to June 1991 as a professor of industrial 
administration at Carnegie-Mellon University and as a. visiting 
scholar at the Yalb School of Organization and Management 
From 1983 to 1990; she was dean of the Graduate School of 
Industrial Administration of Carnegie-Mellon University. Dr. Bailey 
serves as a director of the College Retirement Equities Fund, 
CSX Corporation, Honeywell* Inc. and National. Westminster 
Bancorp Inc. and as a trustee of the Brookings Institution, She is 
a member of the Audit and Public Affairs and Social Responsibil¬ 
ity Committees. 



Murray H. Bring 

Senior Vice President and 
General Counsel 

Director since 1988 



First employed by the Company in, 1988, Mr. Bring had beema 
partner in Arnold & Porter, Washington, DC, from 1967 to 1988. 
He became Associate General 1 Counsel of the Company on Jan¬ 
uary 1,1988 and assumed his present position on July 1, 1988. 
He is a director of the Whitney Museum of American Art, the New 
York University Law Center Foundation, The New York City 
Opera and The Legal Aid Society. Mr. Bring is an ex-officio mem¬ 
ber of the Committee on Public Affairs and Social Responsibility, 



Harold Brown 

Counselor,. Center for 
Strategic and International 
Studies,. Washington, DC; 
Partner, Warburg Pincus & 
Co., NOw York, NY, 
venture capital 



Dr. Brown assumed his present position at the Center for Strate¬ 
gic and International Studies on July 1,1992. Prior thereto and 
from 1984, he wa3 chairman of the Foreign Policy institute of the 
School of Advanced International Studies; The Johns Hopkins 
University. Dr. Brown has been a partner of Warburg Pincus & 
Co. since 1990, Dr. Brown is a director of AMAX Inc., CSS lnc„ 
Cummins Engine Co. Inc., International Business Machines Cor¬ 
poration and Mattel, Inc* Dr. Brown serves orvthe Compensation, 
Corporate Employee Plans Investment, Finance, Nominating and 
Public Affairs ana Social Responsibility Committees;. 
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J A. Cordido-Freytes 

Member of Betancourt; 
Cordido and Associates, 
Caracas, Venezuela, 
attorneys 

Director since 1968 



Dr. Cordido-Frevtes has practiced law in. Caracas, Venezuela? - 
10% OThe firm of Betancourt Cordido and Associ¬ 

ates nas perrormed and can be expected to continue to perform 
Ifegaf services for the Company and its affiliates. Dr. Cordido*- 
Fraytes serves as president of CA Tabacalera National, an af¬ 
filiate of the Company. He is a member of the Nominating and 
Public Affairs and Social Responsibility Committees. 



William H. Donaldson 

Chairman and Chief 
Executive Officer of the 
New York Stock 
Exchange,. lhc. f 
New York, NY 

Director since 1979 

REDACTED 


Mr. Donaldson assumed his present position on January 2,1991. 
Prior thereto and from 1980„ he was chairman and chief execu¬ 
tive officer of Donaldson Enterprises Incorporated- He serves as 
a director of Aetna Life and Casualty Co., Honeywell lnc„ the 
Carnegie Endowment for World Peace, the Committee for Eco¬ 
nomic Development, .the Lincoln Center for the Performing Arts, 
Inc., the New York City Partnership and the Business Council of 
New York State and as a trustee of the Marine Corps Command 
& Staff College Foundation. Mr. Donaldson Is chairman of the: 
Corporate Employee Plans.!nvestment Committee and a member 
of the Audit, Executive, Finance and Nominating Committees. 



Paul W. Douglas 

Retired; formerly 
Chairman and Chief 
Executive Officer of The 
Prttston Company, 
Greenwich, CT, coal and 
transportation services 

Director since 1980 


Mr. Douglas retired on October 1,1991, having served as chair¬ 
man and chief executive officer of the Pittston Company from 
1984 to October 1,1991. He also serves as a director of Holmes 
Protection Group, Inc., The New York Life Insurance Company, 
MacMillan Bloedei Limited,. Phelps Dodge Corporation and U.S. 
Trust Corporation. Mr. Douglas is a member of the Audit, Com¬ 
pensation and Executive Committees. 



Jane Evans 
Vice President and 
General Manager, Home 
& Personal Services 
Division, U.S. West 
Communications,. I nc., 
Phoenix, AZ 

Director since 1981 



Ms. Evans assumed her present position in April 1931u From 
1987 to 1,989 she was a general partner of Montgomery Securi¬ 
ties and from 1989 until 1991 President and Chief Executive Of¬ 
ficer of the InterPatific Retail! Group. Ms. Evans serves as a di¬ 
rector of. Edison Brothers Stores, Inc., Maidsnform, Inc., The 
Heard Museum, the Ladies Professional Golf Association and the 
Phoenix United Way. She is a member of the Nominating and 
Public Affairs and Social Responsibility Committees. 
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Robert E. R. Huntley 

Counsell Hunton & 
Williams, Richmond, VA, 
attorneys 

Director since 1976 



Mr. Huntley became counsel to the firm of Hunton & Williams in 
1988, having served as chairman,; president and chief executive 
officer of ; Best Products Co., Inc. from 1987 to November 1988. 

Mr. Huntley serves as a director of Centel Corp. He Is chairman ‘ ‘ 
of the Audit Committee and a member of the Compensation, ~ 
Finance and Public Affairs and Social Responsibility Committees. 



Hamlsh Maxwell 

Chairman of the Executive 
Committee 

Director since 1974 


redacted 


First employed by the Company In 1954,. Mr. Maxwell was Chair¬ 
man of the Board and Chief Executive Officer from 1984 until his 
retirement in 1991. Heserves as a director of Bankers Trust New 
York Corporation, Bankers Trust Company and The News Cor¬ 
poration Limited. Mr. Maxwell is chairman of the Executive Com¬ 
mittee and a member of the Corporate Employee Plans Invest¬ 
ment Committee. 



Michael! A. Miles 

Chairman of the Board 
and Chief (Executive 
Officer 

Director since 1989 



First employed by Kraft, Inc.^Kraft*') in 1902 as President and 
Chief: Operating Officer, Mr. Miles became President and Chief 
Executive Officer of the Kraft General Foods Group, now Kraft 
General Foods, Inc. (“Kraft General Foods") in March 1989 and 
Chairman and Chief Executive Officer of Kraft General Foods in 
December 1989 when he became Vice Chairmanof the Compa¬ 
ny. He became Deputy Chairman of the Company in April 1991, 
and Chairman of the Board and Chief* Executive Officer of the 
Company on September 1,1991. Mr, Miles is a director of Dean 
Witter, Discover & Co., Sears, Roebuck & Co.,, the Grocery Man¬ 
ufacturers of America, Inc., the Business Committee for the Arts, 
Inc., and the National Multiple-Sclerosis Society and a trustee of 
The Conference Board and Northwestern University. Mr. Miles is 
a member of the Executive, Rnance and Public Affairs and Social 
Responsibility Committees. 



T. Justin Moore, Jr. 
Counsel! Hunton & 
Williams, Richmond, VA, 
attorneys 

Director since 1973 



Mr. Moore served as chairman of the board of Dominion Re¬ 
sources, Inc. from 1983 until his retirement in 1985, having prsvi : 
ousiy served as chairman of the board of its subsidiary,. Virginia 
Elbctric and Power Company. He is a director of Central Fidelity 
Banks, Inc., Dominion Resources, Inc. and GTE Corporation and 
serves as a trustee of the Colonial Williamsburg Foundation and 
the Virginia Foundation for independent Colleges. Mr. Moore is 
chairman of the Nominating Committee and a member of. the 
Finance and PubiicAffairs and Social Responsibility Committees. 
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Rupert Murdoch 

Chairman and Chief 
Executive ot The News 
Corporation Limited, New 
York, NY, publishing, 
motion pictures ana 
television 

Director since 1989 



Mr. Murdoch became publisher of News Limited of Australia'in 
1954 and in 1959 assumed the position of chief executive of the 
subsequently formed 1 parent company, The News Corporation- 
Limited, the interests of which include TV Guide andTwentfeih 
Century Fox in the United States and The Times and Sunday 
Times in the United Kingdom. Mr. Murdoch is a member of the- 
Compensation and PubHc Affairs andSocial Responsibility Com¬ 
mittees. 



William Murray 
President and Chief 
Operating Officer 

Director since 1984 

REDACTED 


First employed by theOompany In 1970, Mr. Murray became Vice 
Chairman in 1987, He assumed his present position in 1991. Mr. 
Murray is-a'member of the board of trustees of The Alvin Ailey 
American Dance-Theater, the American Museum of Natural His¬ 
tory, the Polytechnic University and the United Negro College 
Fund. He is a member of the Executive and Finance Committees 
and an ex-officio member of the Public Affairs and Social Respon¬ 
sibility Committee. 



John. D. Nichols 

Chairman and Chief 
Executive Officer, Illinois 
Tool Works Ihc., 
Glenview, IL 

Director since 1992 



Mr. Nichols assumed his present position with Illinois Tool Works 
Inc. in 1986. He serves as a director of Household international’ 
Corporation, Rockwell International Corporation, Stone Con¬ 
tainer Corporation, the Art Institute of Chicago, the Chicago Sym¬ 
phony Orchestra, Junior Achievement of Chicago, the Lyric 
Opera of Chicago and the Museum of Science ana Industry and 
as a trustee of the Argonne National Laboratory and the Univer¬ 
sity of Chicago. 



Richard D. Parsons 
Chairman and Chief 
Executive Officer, The 
Dime Savings Bank of 
New York, FSB, New 
York, NY 

Director since 1990 

REDACTED 


Mr. Parsons became chief executive officer of The Dime Savings 
Bank in July 1990, having served as president and chief operat¬ 
ing officer from July 1988. He became chairman in 1991. From 
1979 to July 1986, he had been a partner in the law firm of 
Patterson, Belknap/Webb & Tyler. Mr. Parsons also serves as a 
director of. the Federal National Mortgage Association, Time- 
Warner,. Inc., the Metropolitan Museum of Art and the Rockefeller 
Brothers Fund and as trustee of Howard University. He is a mem¬ 
ber of the Audit, Executive and Public Affairs and Social Respon¬ 
sibility Committees. 
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Rogor S. Pan ska Mr. Penske has bean president of Penske Corporation since ., - 

President, Penske 1969. He became chief executive officer of Detroit Diesel Como- 

Corporation,: transportation ration in 1988. Mr. Penske serves as a director of American Ex- 

service, and Chief press Company, Conner Peripherals, Inc. and Shearson Lehman 

Executhre Officer, Detroit Brothers Holdings Inc. and as a trustee of the Henry Ford Mu- 

Diesel Corporation and seum and Greenfield Village. He is member of the Finance Com- 

Penske Truck Leasing mittee. 

Corporation, Detroit, Ml 

Director since 1991 - 


REDACTED 



John S. Read 

Chairman of Citicorp and. 
Citibank, N.A., New York, 
NY 

Director since-1975 

i REDACTED 


Mr. Reed assumed his present positions with Citicorp and 
Citibank, N.A. in 1984. He-also serves as a director of Monsanto 
Company and the Spencer Foundation,.as a member of the Cor¬ 
poration, Massachusetts Institute of Technology, as a trustee of 
The Rand Corporation and-the Russell Sage Foundation and as 
a member of the board of managers of the Memorial Sloan- 
Kettering Can'cer Center. He is chairman of the Compensation 
Committee and a member of,‘the .Audit, Corporate Employee 
Plans Investment, Executive^Finance and Nominating Commit¬ 
tees. 



John ML Rlchman 

Counsel, Wachteli, Lipton, 
Rosen & Katz, Chicago, 

IL, attorneys 

Director since 1988 

^REDACTED 


On December 1 1989, upon his retirement as an officer of the 
Company, Mr. Richman became counsel to Wachteli, Lipton, Ro- 
sen.& Katz, a law firm which.has performed and can be expected 
to continue to-perform legal services for the Company. First em- 
pioyed by Kraft in 1954, Mr. Richman served in various executive 
capacities. He served as Vice Chairmamof the Board of the Com¬ 
pany from December 1988 to December 1989 and Chairman of 
Kraft General Foods from Mjarch 1,1989 to December 1989. Mr. 
Richman is a director of Continental Bank Corporation and Con¬ 
tinental Bank, N.A., R.R. Donnelley & Sons Company, USX Cor¬ 
poration and the Evanston Hospital Corporation. He is chairman 
of the Chicago Symphony Orchestra and a trustee of Northwest¬ 
ern University. Mr. Richman is chairman of the Public Affairs and 
Social Responsibility Committee and a member of the Corporate 
Employee Plans Investment, Executive and Nominating Commit¬ 
tees. 



Hans G. Storr 

Executive Vice President 
and Chief Financial Officer 
and Chairman and Chief 
Executive Officer of Philip 
Morris Capital Corporation 

Director since 1982 

redacted 


First employed by the.Company in.1955, Mr. Storr was named its 
Chief Financial Officer irr1979. He was named a Senior Vice 
President in 1987 and an Executive Vice President in 1091. Since 
the formation of Philip Morris Capital Corporation in 1982, he has 
served as its Chief Executive Officer. Mr. Storr is a member of 
the American Institute of Certified Public Accountants and a di¬ 
rector and treasurer of the International Tennis Hail of Fame. He 
is chairman of the Finance Committee and a member of the 
Corporate Employee Plans Investment Committee. 
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Compensation Committee interlocks and insider Participation 

Mr. Huntley (who is a member of the Compensation Committee) and Mr. Moore (who is not a-member) 
are counsel to Hunton & Williams, which acts as counsel to the Company. In 1992, the Company paid - 
Hunton & Williams fees of| /p-s ___ .(Messrs. Brown, Douglas, Murdoch and Reed are the other 
members of the CompensatlonCofnmittee. 

Compensation of Directors 

Directors who are lull-time employees ofithe Company receive no additional compensation for services 
as a director. In 1992.) ~ r ' 



Each director who is not employed by the Company and was not so employed on January 1„ 1990 
receives annually, on May 1i a share distribution equal to the lesser of (i) 400 shares or (ii) that number 
of shares of Common Stock having an aggregate fair mar ket value equal to 1 00% of the cash retainer 
fee paid’duringitha preceding twelve months. _ RFIMffifm 

_REDACTED " 

The 1992 Compensation Plan for Non-Employee Directors permits.:a director to defer meeting fees and 
all or a part of the retainer fee. Deferred amounts are "credited” to an unfunded account and may be 
“invested” in four “investment choices” which are the same as those offered under the Philip Morris 
Deferred Profit-Sharing Plan and which are used to determine the “earnings” that are credited for 
bookkeeping purposes. Subject to certain restrictions, the director is permitted to take cash distribu¬ 
tions,.in whole or in part) from-his or her account either prior to or following termination of service. 

Under the Pension Plantar Directors, any director who was not an. employee of the Company,, who 
ceases to be a director at his or her normal retirement date and who has completed five years of 
accredited service is entitled until dbath to an annual pension (payable monthly) equal to the annual 
cash retainer in effect on his or her retirement date plus 25% of attendance fees for up to twenty-four 
Board meetings earned during the two years before retirement A qualifying director retiring:before his 
or her normal retirement'date but after age 60 and after completing five years of. accredited service is 
entitled for a period equal to his or her accredited service to monthly pension payments. In the event of 
a change fn control, a retiring director, not otherwise eligible-for a pension benefit, will receive monthly 
payments for a period equal to his or her accredited service. 

The Company has entered into employment agreements with each of its officer-directors as described 
below under “Executive Compensation—Certain Agreements.” 


Reports filed by Joseph F. Cullman 3rd, a director emeritus, pursuant to Section 16(a) of the Securities 
Exchange Act of 1934, did not include shares held by his wife, and a gift made by her to a trust was not 
timely disclosed by Mr. Cullman or the trust These omissions were corrected in May of 1992. Rupert 
Murdoch, a director of the Company, did not report shares purchased by his wife in February of 1992. 
This omission was corrected in 1993. - - ■ - 

Ownership of Equity Securities 

The following table sets forth information, as of February 1;, 1993* as to the beneficial ownership of 
Common Stock of the Company, including shares of Common Stock as to which a right to acquire 
ownership within sixty days exists (for example, through the exercise of stock options or through various 
trust arrangements), of each director, each nominee for director, each executive officer named in the 
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Summary Compensation Table and of the directors and executive officers of the Company as a group. 
The beneficial ownership of each director, nominee and officer and of the group is less than t% of 
outstanding shares. 


Mama 

Elizabeth E. Bailey .. 

Geoffrey C. Bible_ 

Murray H. Bring. 

HaroldBrowra _ 

J.A. Cordido-Freytes 
William H. Donaldson 
Paul W. Douglas.... 

Jane Evans. 

Robert E.R. Huntley. 

Hamish> Maxwell_ 

Richard P. Mayer ... 
Michael' A. Miles .... 
T. Justin Moore,, Jr. . 
Rupert Murdoch!.... 

William Murray. 

John D. Nichols. 

Richard D. Parsons . 
Roger S; Penske.... 

John S. Reed. 

John M. Richman ... 

Hans G. Storr. 

Group . 


Sol# Voting 

and Investment Aggregate 

Power (1) -Other (2) Total 







(1) Includes maximum number of shares suhiect to purchase before April 2,199 3'upon the exercise of 

stock options as foll ows: G.C . Bible, — 1 M..H. Bring,^ ^_ ' H. M axwell,; '•R jR.P. Mayer, 

^ >.Ma Miles, ; H.G. Stonr j'. ,.tmd group^f ” 

(2) Includes shares held in certain fiduciary capacities (including such holdings by a spouse) and shares 
owned by spouses, minor children and other relatives sharing the home of the nominee, director or 
officer. With the exception of Mr. Moore, beneficial ownershto of these shares is disclaimed by all named 
individuals. Mr. Moore disclaims anybeneficialinierest in R>,_ shares held by his spouse. Also includes 
shares held jointly with spouse and shares of restricted stock. 


-EXECUTIVE COMPENSATION 


Compensation Committee Report on Executive Compensation 
To Our Stockholders: 

The Company’s mission is to be the most successful consumer packaged goods company in the world. 
The Committee, which is comprised of non-employee directors, fully supports the Company’s mission. 
In furtherance of that mission, the Committee believes that it has the responsibility for implementing a 
total compensation philosophy which will enable the Company to: 
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• Hire, develop, reward and retain the highest quality of managers possible; 

• Emphasize the relationship between pay and performance by placing variable compensation at- 
risk subject to the achievement of specific and measurable financial goals and objectives; and 

• Maximize real growth-driven financial:performance, balancing appropriately the short and long 
term goals of the Company. 

Components of Compensation. The Committee believes-that the compensation paid to the 
Company’s most senior executives must rank at or near the top quartile of the compensation paid to 
executives of the peer group of companies set forth on page 12. Thiecompensation will be maintained 
so long as the Company’s financial performance is determined to : be superior to the performance 
achieved by these companies. 

The Committee believes that the best interests of stockholders wilt be served if two-thirds of the annual 
compensation paid to the executive group comprises a combination of stock based compensation and 
variable cash incentive compensation. This approach to executive compensation will link the perfor¬ 
mance of the Company to the compensation;of the executive. 

The remaining, portion of executive compensation, base salary, is determined by a variety of factors 
including knowledge, external.competitiveness, prior experience* level of responsibility, time imposition 
and : individual performance. .. 

In September 1991, Mr. Miles assumed the p osition o f Chair man of the Board of Directors and Chief 
ExecujLveJDffi.cer.of the Company; 

JS0AS1ED redacted 

Annual incentives. Cash awards limited to the amount credited to the Annual Incentive Award Re¬ 
serve by the Board are made to senior executives and middle management employees. As approved 
by the stockholders, the total amount that can be credited to theReserve is limited at present to 16% 
of the amount of cash dividends declared on the Company’s Common Stock. 

Each year, the Committee approves the standards of performance used to determine the annual 
incentive awards for the five senior executives for whom compensation figures are provided in the 
Summary Compensation Table which follows this report as welt as for all other employees who receive 
annual incentive awards. ✓ 

For 1992;' REDACTED , ' , REDACTED _ 

This award was based in large measure upon the Company’s financial performance in 1992, as com¬ 
pared to the Company’s planned goals for the year in such areas a s volum e, revenues, income from 
ope ratio ns^ earnings, pec share and return_on_equitv; 

redacted redacted 

Long Term Incentives. The Company’s 1992 Incentive Compensation and Stock Option Plan (the 
“Plan”) provides that stock options and performance awards may be granted tb individuals who con¬ 
tribute to the management, growth and profitability of* the Company. 

Stock Options. Stock options are used as the primary long-term incentive vehicle. Options provide 
executives with the opportunity to buy and maintain an equity interest in the Company and to share in 
the appreciation of the value of its Common Stock. The Committee believes that its stock option 
program is very important in enabling the Company to attract and retain the highest quality managers. 
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Generally, options are issued annually, with the Committee having responsibility for establishing the 
temrvof the option, the requisite conditions for exercise and the amount of the awards. The option price 
must be no' less than the fair market value of the Company's stock on the date of grantl Thus, the value 
of each stockholder's investment in the Company must appreciate before an optionee receives any 
- benefit from the option. Generally, options are granted with a ten. year exercise period in order to 
encourage executives and managers to take a longer term view of thejmpact of their individual contri¬ 
butions to the Company. 



In June of each year, all executives of the Company are gene rally .eligible to receive stock options under, 

the Plan. REDACTED ___._ 

__ _ _ __The Committee based the number of options awarded to 

Mr/Wfes on corporate^perf^ormance and the prevailing practice among the peer group of companies. 

Long Term Performance Awards. These awards permit executives to benefit only if financial per¬ 
formance goals established by the Committee at the time the awards, are made are achieved over a 
period of time, usually three years. These goals can relate to growth in earnings per share,, revenue 
growth, return on management investment and individual performance. They may also relate to the 
performance of a particular business unit as well as to the overall performance of the Company. Hence, 
the criteria may not be the same for all participants. Achievement of these goals should translate 
directly into enhanced value for stockholders. Senior and middle managers who can contribute strate¬ 
gically to the overall long term financial success of the Company are also eligible to participate in the 
Plan. As with the annual incentive awards, the Plan establishes a maximum amount which can be paid 
for any performance period. Awards are paid in cash in. order to balance the cash and' non-cash 
elements of the Plan. 

The Committee has. determined (or estimated) the awards for the three-year performance period which 
began in 1990 and ended in 1992. The amount estimated to be payable to Mr. Miles is 51 %• of the 
maximum amount that he could have earned. It is based upon specific categories of the Company’s 
financial performance in 1992, namely earnings per share and revenues. It is subject to adjustment 
based upon the Company’s performance as compared to certain peer group companies, comparisons 
which are not presently available. 


COMPENSATION COMMITTEE 

John S. Reed, Chairman 
Harold Brown 
Paul W. Douglas 
Robert E. R. Huntley 
Rupert Murdoch 
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Comparison of Five-Year Cumulative Total Return (t): 



Assumes $100 invested on December 31,1987 in Philip Mom's Common Stock, S&P 500 Index, SAP 
500 Beverages (Alcoholic), S&P 500 1 Foods and S&P 500 1 Tobacco Indices (2) and Peer Group (3). 

(1) Total return assumes reinvestment of dividends on a quarterly basis. 

(2) The following companies comprise the S&P 500 Beverages (Alcoholic), S&P 500 Foods and S&P 
500 Tobacco Indices; no standardized industry index was considered a comparable peer group: Adolph 
Coors Company, American Brands, Inc., Anheuser-Busch Companies, Inc., Archer-Daniefs-Midland 
Company, Borden, Inc., Brown-Forman Corporation, Campbell Soup Company, ConAgra, Inc., CPC 
International Inc., General Mills, Inc., Gerber Products Company, H.J. Heinz Company, Hershey Foods 
Corporation, Kellogg Company, Pet Incorporated, The Quaker Oats Company, Ralston Purina Compa¬ 
ny, Sara Lee Corporation, The Seagram Company Ltd., UST Inc. and Wm. Wrigley Jr. Company. 
Although the Company is a component of the S&P 500 Tobacco Index, it has been excluded for the 
purposes of this presentation. 

(3) The peer group consists of the following companies selected on the basis of size, complexity and 
return to stockholders: American Brands, Inc., American Home Products Corporation, Amoco Corpora¬ 
tion, Anheuser-Busch Companies, Inc., ARCO, The Boeing Company, Bristol-Myers Squibb Company, 
Chevron Corporation, The Coca-Cola Company, ConAgra, Inc., CPC International Inc., E.l. du Pont de 
Nemours and Company, Exxon Corporation, General Electric Company, General Mills. Inc., HJ. Heinz 
Company, International Business Machines Corporation, Johnson & Johnson, Merck & Co., Inc., Mobil 
Corporation, PepsiCo, Inc., Pfizer, Inc., The Procter & Gamble Company, Ralston Purina Company, RJR 
Nabisco, Inc., Sara Lee Corporation and Texaco Inc. 
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Summary Compensation Table 


Name and Principal Petition 

Michael A. Miles... 

Chairman of the Board & Chief 
Executive Officer(4): 

William Murray... 

President & Chief Operating Officer 
Vice Chairman 


. . w .. LongTerm 

Annual Compensation Compensation 

Award* Payout* 

Options All Other 

No. of Compensation 

Year Salary Bonus Other (1) Shares LTIE*(2) ffl(3) 

1992 ~ 

1991 


1992 

1991 

1990 


REDACTED 


Geoffrey C. Bible... 1992 

Executive Vice President, International 1991 

President & Chief Administrative 1990 

Officer, Kraft-General Foods 

Richard P. Mayef!... 1992 

Chairman & Chief Executive Officer, 1991 

Kraft General Foods North America - 

President,.General Foods USA 1990 : 


liEDAOTED 


HansG. Storr.. 1992 

Executive Vice President & Chief 1991 

Financial Officer 

Senior Vice President & Chief 1990 

Financial Officer 


hedaotid hedaothd 


(1) Pursuant to the rules of the Securities and Exchange Commission, information with respect to years 
prior to 1992 has beeniomitted. 

(2) In 1990, long term performance awards were made to a limited number of senior executives. The 
awards were tied to the achievement over a three-year period of corporate or business unit perfor¬ 
mance criteria as adjusted to recognize individual accomplishments. The information in this column 
reflects the amount earned for the three-year period ended December 31, 1992, except that the 
amounts for Messrs. Miles, Bible and Mayer have been estimated. Final amounts are not presently 
determinable but are not expected to vary materially from the amounts shown.: _. 

(3) Amounts in this column consist of allocations to defined contribution plans., 

(4) Pursuant to the rules of the Securities and Exchange Commission, information with respect to the 
year 1990 has been omitted as Mr. Miles did not become Chief Executive Officer until September 1, 
1991. 
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1992 Option Grants 



.% of Total 



* " 

No. of 

Shares for 



* 

Shares for 

Which 



Grant 

Which 

Options 



Date 

Options 

Granted to 

Exercise 

Expiration 

Present 

Granted 

Employees 

Price 

Date 

Valus{t)(2) 


Michael A. Miles (3> 


William Murray.. 
Geoffrey C. Bible 
Richard P. Mayer 
Hans G. Stbrr... 



(1) Options are not usually exercisable until one year after the date of grant. 


REDACTED 


(2) Grant date present value is determined using the Black-ScholesModel. The Black-Scholes Model 
is a complicated mathematical formula widely used to value exchange traded options. However, stock 
options granted by the Company to its executives differ from exchange traded options in three key 
respects: options granted by the Company to its. executives are long-term, non-transferabie and subject 
to vesting restrictions while exchange traded 1 options are short-term and can be exercised or sold 
immediately in a liquid- market. In this presentation, the BlacitSchoies Model has been adapted: to 
estimate the present value of the options set forth in the table, taking into consideration a number of 
factors, including the volatility of the Common Stock, its dividend-rate, the term of the option and interest 
rates. Consequently, because the- Black-Scholes ModeF is adapted to value the options set forth in the 
table and is assumption-based, it may not accurately determine present: value. The actual value, if any, 
an optionee will realize will depend on the excess of the market value of the Common Stock over the 
exercise price on the date the option is exercised. 

REDACTED 



1992 Option Exercises and Year End Vaiue - - 

Number of Total Number of Total Value of 

Shares Shares far Which Unexercfsed, In-tfte-Money 

Acquired on Unexercised Options Hold Options Held at December 31, 

Nama Exercise Value Realized at December 31,1992 1992(t) _ 

Exercisable Unexercisable Exercisable Unexercisable 


Michael A. Miles. 
William Murray .. 
Geoffrey Bible... 
Richard P. Mayer 
Hans G. Storr ... 


REDACTED . REDACTS) 


(1) Based on the closing price of the Common Stock on December 31,1992, $77,125. 


Philip Morris Pension Plan. The Company maintains a non-contributory retirement plan (the "Retire¬ 
ment Plan’’) for the benefit of certain employees. The Retirement Plan, provides for fixed retirement 
benefits in relation to the participant's years of accredited service, five-year average compensation (the 
highest average annual salary during any period of five consecutive years out of the ten years preceding 
retirement) and applicable social security covered compensation amount. Allowances are payable upon 
retirement at the normal retirement age and at earlier ages. “Compensation” is defined as base 
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pay plus overtime and the full amount of any annual incentive awards under The Philip Morris 1992 
Incentive Compensation and Stock Option Ran. 

Examples of annual retirement allowances payable under the Retirement Plan are set forth in the 
following table. The examples, which assume retirement at the normal retirement age of 65, are based 
upon the social security covered 1 compensation amount in effect for an employee attaining age 65 in 
calendar year 1993. _ - - : — 

A participant with more than 35 years of accredited service is limited to the greater of a fuff retirement 
allowance based 1 upon 35 years of service and five-year average compensation, including annual in¬ 
centive awards, or a full retirement allowance based on all service and five-year average compensation, 
excluding such awards. 

FWfr-Yw 

Average 

Compensation _ Year* of Service (1)< _ ■_ 

S 10 20 - 30 35 



(1) At February 1, 1993, Messrs. Miles, Murray, Bible and Storr had accredited' service of 2, 23, 9 and 
38 years, respectively. Reference is made to the material appearing under the caption "Kraft General 
Foods Retirement Plan” for additional information. 


Kraft General Foods Retirement Plan. Messrs. Miles, Bible and Mayer willrbe. eligible for benefits 
under or participate in the Kraft General Foods Retirement Plan (the "KGF Retirement Plan’") which 
provides for fixed retirement benefits in relation to the participant's years of service, five-year average 
compensation (the highest average annual salary during any period of five consecutive years out of the 
ten years preceding retirement) and applicable social security covered compensation amount The fixed 
retirement benefit is also dependent upon the periods of service prior to January 1,1989 in which the 
participant elected to make contributions. 

Examples of annual pension benefits payable under the KGF Retirement Plan are set forth in the 
following table. The examples, which assume retirement at age 62 or later, are based on the social 
security covered compensation amount in effect for an employee attaining age 65 in calendar year 
1993. Since participant contributions could be substantial in individual'cases,-the benefit amounts 
shown in the table may be attributable in certain instances to participant contributions to a significant 
degree, depending upon retirement date and years of service. 
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FWfr-Yoar 

Avmgr 

Compfuatldn Vw» of Syvfca (1) 

V 10 20 30 35 



(1) At February 1* t993; Messrs. Miles,, Bible and Mayer had accredited service of 9,1 and 3 years, 
respectively. 


Certain Agreements. The Company has entered into change in control employment agreements with 
each of its offiber-directors and each of the other executive officers named jn the Summary Compensa¬ 
tion Table; The agreements provide that, if the executive is terminated other than for cause within three 
years after a change in control of the Company or if the executive Terminates his or her employment for 
good reason within such three-year period or voluntarily during the thirty-day period following the first 
anniversary of the change in control, the executive is entitled to receive a lump sum severance payment 
equal to two and one-half times the sum of his base salary and highest annual bonus, together with 
certain other payments and benefits, including continuation of employee welfare benefits. An additional 
payment is required Jp_compQnsate,.the_executlve.for .exciseJaxes imposed upon payments under the 
agreementsi ~ 

& . ^ 




SELECTION OF AUDITORS 

The Audit Committee has recommended to the Board that Coopers & Lybrand, which firm has been 
the independent accountants of the Company since 1933, be continued as auditors for the Company. 
The stockholders are being asked to approve the Board’s decision to retain Coopers & Lybrand for the 
fiscal year ending December 31,1993. A representative of. Coopers & Lybrand is expected to be present 
at the meeting. The representative will be given an opportunity to make a statement if he or she desires 
to do so and will be available to answer questions. 


The Board recommends a vote FOR. 


STOCKHOLDER PROPOSALS 
PROPOSAL 1 


Dr. GregoryJt.Connoliy,> 


__ ... ^submitted the pro¬ 
posal set forth below. The names, addresses and shareholdings of the co-proponents will be furnished 
upon request to the Secretary of the Company. 
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Monitoring and Adherence to the Voluntary Code of Cigarette Advertising 

WHEREAS: Our Company has adopted a voluntary code not to directly or indirectly represent 
smoking as essential to social distinction, prominence, success or sexual' attraction; not to associ¬ 
ate smokfng with vigorous physical activity or athletic conditioning; not to use models who appear 
to be under age 25; not to suggest that the models’ appearance and good health are due to 
smoking; not to use testimonials from athletes or celebrities who have special appeal to youth; and 
not to make representations regarding health unless based on scientific data; 

WHEREAS: Federal legislation was proposed in the 101 st Congress mandating compliance with 
the code; 

RESOLVED that stockholders request that a Review Committee composed of our Company’s 
outside directors and as many experts without any ties to our Company be established. This 
Committee shall report to the Board and stockholders by September 1,1993 its findings regarding: 

T. Consumer perceptions of our advertisements, including but not limited to: 

a. If children perceive models in brands popular with them to be under 25; 

b. If women perceive that the models in women’s brands portray smoking as a way to be 
thin and beautiful; 

c. If smokers perceive that cigarettes advertised with "low tar and nicotine” actually reduce 
health risks. 

2. What policies and practices our Company might adopt to ensure adherence to the Code, 
especially by: 

a. Not depicting individuals to appear to bounder the age of 25 because of their looks, dress, 
or activities in which they are engaged; 

b. Not depicting any individual participating in or just having participated in a physical activity, 
including tennis, auto racing, basketball, sky diving* baseball, football, swimming,, sailing 
or similar activities; 

c. Not advertising in magazines or sponsoring events with more than 25% readership or 
attendance by minors; 

d. Not including in advertisements anyone who is, or has been, known as an athlete (includ¬ 
ing race car drivers), celebrity, singer, and any others having special appeal to persons 
under 21; 

e. Not using models whose appearance suggests that smoking women’s brands will make 
smokers thin or beautiful, or directly or indirectly imply that low tar/nicotine cigarettes will 
reduce health risks associated with smoking regular brands; 

f. Abiding by the Code internationally and not advertising nontobacco products with the 
same brand name as our cigarettes which circumvent laws banning or severely restricting 
cigarette advertising; 

g. Including within the term “advertising” promotions,, point of purchase materials, sponsored 
events, televised sport sponsorships and movie product placements. 

The Code of Advertising was issued in April 1964, An enforcement mechanism was abolished in 1970. 
If you feel the Company should demonstrate if its marketing of cigarettes conforms to its own Code of 
Advertising, vote "yes'' to this resolution. 

The Board recommends a vote AGAINST this proposal. 

At last year’s annual meeting, the identical proposal was defeated with 93.4% of the shares voting, 
voting against 

Philip Morris USA scrupulously adheres to the Cigarette Advertising Code, first adopted by the industry 
in 1964 and revised in 1990. Philip Morris USA's advertising does not violate the Code. Cigarette 
advertising and marketing practices are reviewed by legal counsel to Insure compliance with the Code 
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as well as legal restrictions. Your Board believes, that any further review procedure would be both 
duplicative and costly. Furthermore, it is highly doubtful that a reliable scientific method exists to 
measure consumer perception of cigarette advertisements as requested by the proponents. 


Therefore, your Board urges stockholders to vote AGAINST this proposal. 


PROPOSAL 2 

The Province of St Joseph of the Capuchin Order, 1015 North Ninth Street Milwaukee, Wisconsin 
53233, which claims beneficial ownership of 7,160 shares of Common Stbck, together with five co¬ 
proponents, has submitted the proposal set forth below. The names, addresses and shareholdings of 
the co-proponents will be furnished upon request to the Secretary of the Company.. 


Global Warnings on All Forms of Marketing Related to Cigarettes 

WHEREAS, our Company actively pursues customers for its cigarettes by spending hundreds of 
millions of dollars around the world in advertising and promotions. These include: 

1. direct advertising, wherever allowed, on billboards, magazines, newspapers, bus signs, placards 
and television; 

2. direct product promotion through sponsorship of events and promotional items bearing our 
Company’s cigarette logos and symbols, from clothing to watches. We believe that many of these are 
popular with children. 

WHEREAS, as various countries enact bans on direct advertising, we believe that cigarette com¬ 
panies have shifted their advertising dollars into other ways of promoting the images and symbols 
connected to their cigarette logos. For example, during a telecast of a Marlboro Grand Prix auto race, 
the Marlboro logo appeared an alarming number of times. While we believe this may represent free 
advertising and promotion of our Company’s brands, in our view, it also invites young people and 
consumers uninformed as to the health hazards connected to smoking to use our brands; 

WHEREAS, when our logos have appeared in many promotional activities, many do not bear any 
warnings related to health hazards connected to smoking. 

WHEREAS, the Federal Trade Commission has required smokeless tobacco companies to place 
warnings on their promotional items. 

BE IT RESOLVED that the shareholders request the Board to adopt the following policy to be put 
into effect by January 1,1994: all advertising and promotional items for our Compan/s tobacco prod¬ 
ucts distributed throughout the world shall include health warnings about the dangers of addiction, 
disease, and death due to smoking. 


SUPPORTING STATEMENT 

On the one hand, our Company says smoking is an adult custom arid that it tries to "discourage’' 
children from smoking. Yet, on the other hand, we believe it encourages youngsters to smoke by 
sponsoring forms of entertainment and sporting events where symbols and logos connected to our 
Company's brands invade their consciousness with no parallel warnings about the health hazards 
connected to smoking. We believe there should be warnings wherever our ads and promotions appear; 
they should be at least as easily readable and colorful and appealing to the eye as the image or symbol! 
connected to our logo. 
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We believe warnings should be placed on any ads or promotional symbols connected to our 
cigarettes because it may be argued that these lead people to use our products to the detriment of 
their health. 

Last year our Company voluntarily placed health warnings on all cigarette packages sold through¬ 
out the world, even though not required by law. We believe this is the logical next step; If you agree, 
please support this resolution. 

The Board recommends a vote AGAINST this proposal. 

Your Company is totally committed to marketing its cigarettes responsibly and, in this connection, does 
not direct its cigarette advertising and promotions towards under-aged consumers. Philip Morris Inter¬ 
national recently adopted a Cigarette Marketing Code detailing steps which will ensure that this policy 
is implemented in every country where its cigarettes are marketed. Subsidiaries of Philip Morris Interna¬ 
tional also agree to comply with industry marketing codes in. the particular markets in which they 
compete. These codes similarly seek to ensure that cigarettes are not advertised or promoted towards 
under-aged consumers. 

The Company believes that there exists an awareness throughout the world of the health issues 
involved with smoking and this awareness is enhanced bythe warning which appears on every cigarette 
pack which the Company makes. The Company does not oppose reasonable proposals for cautionary 
notices in its advertising. It believes such notices should be agreed on a market-by-market basis with 
government and other members of the industry. 

The cigarette market around the world is extremely competitive. The Company competes not only with 
American companies but with companies headquartered in other countries and, in many markets, the 
Company’s principal competitor is a manufacturing monopoly owned by the State. If the Company were 
to opt unilaterally to include a warning in all of its advertising, it is unlikely that! its competitors would 
follow. Inclusion of the warning in the Company's advertisements could then be prejudicial to the 
Company’s competitive position. 

Therefore, your Board urges stockholders to vote AGAINST this proposal. 


PROPOSAL3 

The Teamsters Medicare Trust for Retired Employees and the Teamsters Negotiated Pension Plan, 
both of Union Plaza 300 South Grand Boulevard, St Louis, Missouri 63103, claiming beneficial owner¬ 
ship of 320 shares and 7,970 shares, respectively, of Common Stock, have submitted the proposal set 
forth below. 

Resolved: That the shareholders of Philip Moms Companies inc. hereby request the Board of Direc¬ 
tors to redeem the shareholder rights issued in 1989 unless the issue is approved by the affirmative 
vote of a majority of tee outstanding shares at a meeting of the shareholders held as soon as possible. 


SUPPORTING STATEMENT 

In 1989, tee Board of Directors issued a dividend of one common stock purchase right for each 
outstanding share of Common Stock. Under the terms of the rights agreement each right entitles 
shareholders to purchase, under certain.eonditions, either one share of Common Stock for each right 
Common Stock with twice tee market value of the rights' exercise price, or shares of any acquiring 
company worth twice tee exercise price. These rights will only be exercisable if a person or persons 
obtains or seeks to obtain beneficial ownership of at least 10% of the Company’s Common Stock. The 
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10% holder cannot exercise its rights. The Company is entitled to redeem the rights at a price of $.01 
per right at any time until there is an acquiring person, and the plan will expire on October 25,1999. 

This rights dividend is more commonly known as a poison pill plan with flip-in and flip-over characteris¬ 
tics. We believe such plans tend to entrench management and depress companies" stock price. The 
Board created this plan unilaterally, without consulting shareholders. This proposal attempts to give 
shareholders an opportunity to express their views on the rights issue and the method by which it was 
adopted. 

Poison pills have become increasingly unpopular in recent years. Since the beginning of 1990, Time 
Warner, United Technologies, La Quinta Inns, and Lockheed have voluntarily redeemed their poison 
pills. Since 1990, a majority of voting shareholders at T9 companies asked' management to either 
repeal, redeem or allow a shareholder vote on poison pills, including K Mart, Browning-Ferris, Avon 
Products and USX. 

The effects of poison pill rights plans on the trading value of companies" stock have been the subject 
of extensive research. A 11986 study by the Office of the Chief Economist of the U.S. Securities and 
Exchange Commission on the economics of poison pill rights plans found that the adoption of poison 
pills cause’d companies’ stock prices to drop. A1988 study by Professor Michael Ryngaert, one of the 
authors of the 1986 SEC study, singled out rights plans like Philip Morris’ with discriminatory flip-in 
provisions for their negative effect on shareholder value. That study found “restrictive pills can have a 
negative price impact even when active takeover speculation is not present’" A1992 study by Professor 
John Pound of Harvard's Corporate Voting Research Project and Lilli A. Gordon of the Gordon Group, 
found a correlation between high corporate performance and the absence of poison pills. 

Consequently, we believe the unilateral adoption of this poison pill plan by the Board Is out of keeping 
with our Company’s broader relationship with its shareholders and is likely to have had a negative effect 
on shareholder value. Therefore, we urge a vote in favor of the resolution. 

The Board recommends a vote AGAINST this proposal. 

The Company’s Common Share Purchase Rights {the “Rights"’) encourage potential acquirors to ne¬ 
gotiate directly with the Board, which the Company believes is in the best position to negotiate on behalf 
of all stockholders, evaluate the adequacy of any potential offer and protect stockholders against 
potential abuses during the takeover process, including certain practices which do not treat all stock¬ 
holders fairly and equally. The Rights will allow the Board adequate time and flexibility to negotiate on 
behalf of the stockholders and will enhance the Board's ability to negotiate the highest possible bid 
from a potential acquiror and to develop alternatives which may better maximize stockholder interests, 
preserve the long-term value of the Company for the stockholders and ensure that all stockholders are 
treated fairly and equally. 

The Rights are not intended to prevent a takeover pursuant to an offer which is fair and equitable to all 
stockholders. The Board may redeem the Rights to permit an acquisition that it determines adequately 
reflects the value of the Company and to be in the best interests of all stockholders. 

The resolution refers to two studies regarding the effect of rights plans on the trading value of. the 
adopting companies’ stock. However, the performance graph on page 12 of this proxy statement 
clearly contradicts those studies. In addition, March and October 1988 studies by Georgeson & 
Company Inc., a nationally recognized proxy solicitation and investor relations firm, found that compa¬ 
nies adopting rights plans do not lessen the value of their stock and. more importantly, that companies 
with rights plans received higher takeover premiums than those companies without rights plans. The 
March 1988 Georgeson study concluded that companies with rights plans received takeover premiums 
averaging 69% higher than those received by companies not protected by such plans. 
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The Board specifically examined its fiduciary responsibilities under Virginia law when it issued the Rights 
in 1989. The Board has a fiduciary obligation to the stockholders to evaluate the merit of any unsolicited 
offer to acquire the Company and recognizes that such fiduciary obligation would be violated if, as the 
resolution suggests, the Board used the Rights as a device to entrench existing management without 
regard to the merits of the offer being made. 

The Board does not believe that the Rights will deter an acquisition offer that adequately reflects the 
underlying value of the Company and that is fair to all stockholders. The Board believes that the 
redemption of the Rights at the present time would deprive the Board of a key negotiation tool that is 
invaluable in preserving' the long-term value of the Company and protecting all stockholders from 
coercive and unfair takeover attempts. 

Therefore, your Board urges stockholders to vote AGAINST this proposal. 


OTHER MATTERS 


Management knows of no other business which will be presented to the meeting. If other matters 
properly come before the meeting, the persons named as proxies will vote on them in. accordance with 
their best judgment 


The cost of this solicitation of proxies will be borne by the Company. In addition to the use of the mails, 
some of the officers and regular employees'^ the Company may solicit proxies by telephone and 
telegraph and request brokerage houses, -banks and other custodians, nominees and fiduciaries to 
forward soliciting material' to the beneficial owners of Common Stock held of record by such persons. 
The Company will reimburse such persons for expenses incurred in forwarding such soliciting material. 
It is contemplated that additional solicitation of proxies will be made in the same manner under the 
engagement and direction of D.F. King & Co., Inc., 77 W ater Str eet, New York, NY 10005, at an 
anticipated cost to the Company 


1994 ANNUAL MEETING 

Stockholders wishing to suggest candidates to the Nominating Committee for consideration as directors 
may submit names and biographical data to the Secretary of the Company. 

The Company’s By-Laws prescribe the procedures a stockholder must follow to nominate directors or 
to bring other business before stockholder.meetings. For a stockholder to nominate a candidate for 
director at the 1994 Annual Meeting, presently anticipated to be held April 21, 1994, notice of the 
nomination must be received by the Company between October 12 and November 11, 1i993. The notice 
must describe various matters regarding the. nominee, including the name, address, occupation and 
shares held. For a stockholder to bring other matters before the 1994 Annual Meeting, as well as having 
such matters included in the Company’s proxy statement and proxy for that meeting, notice must be 
received by the Company within the time limits described above. The notice must include a description 
of tiie proposed business, the reasons therefor and other specified matters. In each case the notice 
must be given to the Secretary of the Company, whose address is 120 Park Avenue, New York, NY 
10017. Any stockholder desiring a copy of the Company’s By-Laws will be furnished one without charge 
upon written request to the Secretary. ~ 'I _ _ 


Dede Thompson Bartlett 
Vice President and Secretary 


March 11, .1993 
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THURSDAY, 

APRIL 29,1993 
AND PROXY 
STATEMENT 


Source: https://www.industrydocuments.ucsf. edu/docs/zpkmOOOO 


2023003655 



